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Title I of Public Law 92-512, the State and Local 
Fiscal Assistance Act of 1972, is popularly kno-wn as the Revenue 
Sharing Act, It provides for payments of approximately $30,2 •billion'^ 
to over 38,000 general units of governments, the' 50- states the 
District of Columbia, and approximately 350 Indian tribes and Alaskan 

^native villages, Eevenue sharing funds may be spent with a minimum of 
Federal regulation and restriction--st^tes may. spend their 
entitlements in any expenditure category they wishi A number of 
recreational and cultural activities are eligible for support* Stfeites 
and' local governments spent approximately 4 'percent pf their budget 
on recreation programs from 1972 through t?7U.yThere are many 
advantages to revenue sharing, such as (1) i-r^s predictable, since 
funds are authorized for 5 years; (2) there are few bureaucratic 
problems; ,(3y it is simple to apply for funds; (U) no arbitarary 
decisions are made on merits of programs; (5)' it disperses aid 
universally; and (6) it ds administi^atively* inexpensive. Categorical 
grants by the federal government, on the other^and, force local - 
funds to match categories of the grants even wit^n local priojrities 
-are different, operate against small communities which don't have or 
can't afford "grantsmanship'% and make, reporting difficult. Eevenue 

^ sharing has been studied and posi-^tively reviewed by everyone from 
Congress to individual s'cholars/^nd consumer groups. The President 
recommended that the program be" extended until 1982/ with minor 
modifications, and it is hop^^l that Congress' will -concu^r. X^D) 
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>Pifo'rtuni'^ to 



^,it J.S a privilege for me to have this 

■ > ■ . . ■ ■ . ■ * ■ 

talK toVou -about revenue s6ar^g. Two years Jigo, this very . 
Tnontja-, you, ware kind to invite me. to «peak at lohr 73rd Congress 
ay Washington. At that time in 1973, the Geniil Revenue Sharing 
program was one year old, 

I have reviewed a copy o£ that ta^Jk w#h I gave to you 
in October 1973 and there is not. a .Word of idthat I-would change 
If I x.ere giving it for the first time. Is Jill* believe that • ' 
revenue sharing is an .^xciting experiment, disigned tp ^m^va ^ 
and strens^then the role and effectiveness off local government. ^ ' 
: There is nothing that I said two years, ago' /hat 1 would , retract 
or correct today. / 

, . ♦ REVIEW .U 

^ For those of you wlfo were xA wil/h us in Washington on 
October 3, 1973 - or who opted on ti/e/ a/ternoon that I*-spoke .to 
listen instead to Sena^pr Vanie Ha^t^ce^r to tlie A^sistartt ' ) ' 
Secretary of State, for*" Cultural A^fai^', who were giving their 
presentations in different rooms//a^t^e sanje time, let me review 
very briefly what general reven^^e siy^ring Is about, - - ' ' 
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Title I of Public 'La\* 92-512, the State and Local Fiscal. 
Assistance Act of .1972, is popular l'^' knovm as the Revenue Sharing 
Act. It was signed into law by President Nixon on October 20, 
1972. It provides for payments of approximately. $3C>.-2 billion 
to" over 38,.000 general units of gov&rriments , the 50 states, the • 
District of Columbia; and to approximately 350 Indian trib'es and 
Alaskan native villages. The funds were' appropriated to be dis- 
tributed to the recipient governments through seven entitlement 'j 
periods, retroactive to January 1, 1972 and ending on December 31, 
1976. After January 1; 1973, the payments of entitlements are 
made within 5 days after the alose of a calendar quarter. Thro'ugh' 
the quarter which ended on,; September 30, 1975 - a total amountjof 
^$^2 .billion has ^een distributed to air recipient governments. 
T\,;o-thirds of the $22 billion has been distributed to units of 
local general government; one-third has gone t9 the States. 

Tha.^gurpose of the general revenue sharing program is to 
provide a new and fundamentally different kind of financial assis- 
tanc^e tip State and local governments. Revcnufi Sharing funds may 
b&< spent with a minimum of . Federal .regulation, and ^restriction. 
States may spend theip entitlements in any expenditure category 
they wish. The units of local governments have eight broad 



priority expcntlit,uro catc^;ories in which to spend' their revenue 
sharing €un'tl-s on operation and ^maintenance expenditures o In 

framing the list of priority items for which lt)cal governments 

r • ■ . ^ • 

may spend ri^^Vc^nut- sharing funds^ the Congress was guided by con- 
sideration 0>i items which were clearly priotity items in -terms 
.of national objectives. Tih^e priority expenditure items for 



local govomiments cover almost (fver^ac tivi ty a unit of local 
government ctin engage in, with khe exceptioti of maintenance and 
9perating exi;)cnses for education, general administration expen-ses 
of government, and direct transfer cash payments to welfare 
recipients. Ordinary and necessary capital expenditures autho- 
rized by 'lav; are petmissil^le/for local governments, regardless 
of the functiional area of the capital expenditure, '.There is rjO 
priority category classification for authorized capital . 
expendi tu^res . 

ApjSropria tion and expenditure d(^cisions are the responsibility 
of the recipient government and its citizens o It is the citizens, 
""through the recipient governments v;ho decicie how much', \t any, 
revenue 'sharipg fund? v;ill be expended in one category or another. • 
KHERE DOES RECREATION' AND PARKS FIT INTO REVENUE SHARING? 

The eighfe priprity catc'^or*lcs of expenditure for local 

' ■> * ■ 

recipient sovernrriC-ncs inclux'c the category of recreation. Tin- 

I . 



Office of Revenue 'Sharing has given the term ^'recreation'' a 

.broad and comfnon-^;enso interpretation • As I mentioned t>o you 

t\>?o years a.go, we h^vc issued letter 'rulings answering the 

question "What is Recreation?"' These .letter rulings were issued 

• • - \ - < 

irt' respohf.e tQ^^^giycn and specific' fact situiitions. ^ditionally, 
wc have been advisee- of various types of expenditures made by 
recipient gbvernments which we have concurred constituted valid 
expenditures for purposes of recreation. Now, three years after 
the program has been in effect, I can 'report to^j^u^rom A to Z 
about eligible maintenance and operating ^expenditures for 

recreation. ' * * - 

< 

If you 4^e ready, I will read the list of eligible 
recreational and-cultural services from A to Z. 

Art commission - Historical society, contri- 
• Art gal'lery ' bution to 

Audi toriurrt Historic pf e-servation 

Band" concerts Marina 

Beai^itif i'cation program Museum , 

Bicentennial celebration Music in tHe park 
• ■ Bicycle paths ' "Music program 

Botanical gardens Neighborhood park 

Campground Orchestra, public 

Celebrations, public 0-rchestra, subsidy to 
Civic entertainment program ' Organized athletics 

Comfort, stations, public Park 

Concert hall Playground - 

Dance workshop Recreation center 

Docks, public Recreation department- 

Dra-'.a in the p/irk Recreation director ■ 

Forertrv, bureau of Regional park 
Game wardens U < •'^Laclium 

Golf course . ; Swir.rnin;; pool 

Harbor c®;n:itiss ion ' Tennis cdurts, indoor 
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Tennis courcs^ outdoor - 
, Theater r • 
'•' Tree planting • 

Visitors bureau : 
.Uharves 

' WCA-YMCA, subsidy to 
Youth club, subsidy to 
Zoo 



Some af the foregoing activities may be eligible for * 
revenue sharing funding uudQr other priority expendi tut^"^ d^ci'te-^- 
gories. For ^a^mplo, public docks and wharv,gs^_iMPy constitute 



a* permissible expenditure of revenue sharing funds ^under • the 

• * 
t 

category of transportation. ^ Game wardens may also be permis- ^ 
sible under the category of health. Some recreational activities 
are ULmited by. the priority ca-tegories. ^ Dance workshops and music , 
-workshops perrnissible when not a part of the formal public 

schooL curriculumo Playgrounds do not include school playgrojtitids . 

maintained by the public school -.system. The reas.on for^-die 

/ 

qualification of-Uie latter items is that maintenan;2^ and opera- 



y 
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ting expenses for education do-^t^^t— constitute jD^mivissible revenue 
sharirjtg. expenditures. . V ' 

How much shared revenues havci boetv used' £or the expenditure 

• / 

category of Recreation? I can't give up-to-date figure 

for the end of the 5th Enti tlctnenL Period, which endu^ June 30, 
1975, ^ Tko Actuall'se Kcporis C»)r i.i' -5 v.\.ich v;c re filed wiLli the 
*dlf^f1ce of\tl<?vVnuo Sharing on Septmher 1 , 1975 have not been 



\ 
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. ■ • ' . • » ^ . ■ • . ;• . . • • \ 

corapletely tabulated.. Those" figures __will be avaftable shortly. 

■ H'owcvcr, for the period^for the beginning of'the r^cnue * . 

' sh^iring program (retroactive t p. January 1, 1972) through June 30, 

1974, all recipient governments reported to the Office. of Revenue . 

. 'Sharing that they spent clos^i to one-hc^biUjii^ , 

^actua'rnumbers , $425 million) or approximately 4+7= of the total 

' "en'titlem/n'ts (as of June 30 , 1974 amounting to $9 ,466 'billion) : 

on recrcii^ional and cuiebral services. The States -rep9rLed 

that they had 'used $40 million or.- 1% of their entitlements on 

recreation. * The local recipient governments reported the use 

of $3^5 million or 6% of their entitlements on- recreation. • • 

However,^let's look at the picture a bit closer, especially 

• for the local governments which received 2/3rds^ of the revenue 

sharing alloja tion.' As you may suspect; local governments s^ent 

i • • • «. , 

more than l/-jrd of their' shared' revenues for public safety 

(367o for police, fire pi().tection, building inspe(/tion, etc.). 
' Next, with 19% was the category of Transportation - (roadg, 
V streets, bridges,' public fransit systems, etc.). General multi- ^ 

^ purpose government and environmental -protection accounted for 

117 and 107, respectively of local expenditures of shared 
revcnu-es. Health accounted for 77, just a shade ahead of recre- 
ation, which .as I mentioned be.Lore, whs*67„. Jhc remaining cat4.'- 
O gories were 3/ or Icsa. ^ ■ ■ ■ v- 

ERIC - . . ' 
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An unclctemined, .buE probably substantial, number of 
.dollars in 4;hese "other" priority- areas may have probably 
, been spent in support of recreation. Police and fire seirvides ' 

arc obvious for their impact on recr^eational areas and facili- 
ties^ But our recipient governments also^advise us that revenQe 
sharing funds have been' used to build roads to recreational 
facilities, r Total benefit of reveriue sharing^ to "recreation" 
is probably uncalculable , but must cbnsicierably < exceed $425 
million. . ' , 

I ^ Revenue Sharing after Three Years 

[ After three years of working with the revenue sharing 

program as its chief legal officer what do I consider the 
\ ' advantages of the progra-n? 

First of all, general revenue sharing is predictable. - 
» Under Titl(? I of the Revenue Sharing Act, Congress appropriated 
funds for^ five years in Advance. Unlike the categorical grants 
for v;hich Congress mak^^ annual appropriations, recipient gov- 

' emments know that they can expect to receive their revenue 

't ' . " * 

sharing entitlements in quarterly^ayments in each October, 
V January, Apiril and July. * . 

Second, the -encral revenue sharing program is fU'xible. 
; . Revenue sharing funds may be used almost entirely as the recipi- 
ent '.ovemmcnts find tho heed and urgency to use thern. The ' 

ERIC - ^ ' • ^ fi : 



- 8' - 

responsibility for local expenditure decisions is where it 
belongs - on the local government, not on Federal officials, 
in Washington. /l . 

Tliird, the general revenue sharing program is free of 
red tape and Federal bureacratic oversight. The restrictions 
aTe few, the most important being the obvious one of nondis- 
crimination on the basis of face,, color, national origin or 
sex in any p'foject.or activity :^nded with shared revenues. 
Local recipient govef\imer)ts are required ,to fild only two simple 
forms with the Office of Revertue Sharing eac)h y^5r„i) ./'There is np 

. / • i ■ ■% 

"bureaucratic overkill" 'in the execution an^i &dininis^qc'ation of- 

general revenue sharing. , , , 

• ' ' ■ ■ ■ - ■ " " i ■■ I'V 'V! ' 

Fourth, the general revenue sharing program i^'^f air/ and 

...equitable" No applicatibns are required. There is no room for 

value judgments or personal- "predispositions in the applicability 

• '6f the revenue sharing allocation 'formula. The data used in the 

allocation formula are supplied by the iBureau oi the .Census and 

every recipient government is fully advised of its data elements 

used in the formula and is given the opportunity to challenge 

or verify that data. All dataM and rcpprts of all alloca/tion^ 

are published by the Office of Revenue Sharing, at rcgulni- intet- 

/ 

» vals. We have no sc-crets locl:c'<l into ihe/inncir recesses of owxy 
computpr^ The revenue shaVing progrnm^perates under the p.t4ncii 

ERJC ' / J> 






of maximum visibility. The program was created for the benefit' 
of s\ate and local governments, not for the benefit of a Federal 
bureaucj;^cy ♦ 

Fifth, the/ general revenue sharing program is universal 
in its effects. /Shared revenues go to all states and units of 
general governmiln t\ While we recognize that different types 
and sizes of governments have different needs, we recognize some- 
thing else - H^^^ that all governments have v^ryirxg and 
pressing neaps that^must be satisfied. • ' 

Sixth, the general revenue sharing program is inexpensive 
to adminisAiQr The Office of Revenue Sharing h*as ^a total staff ' 
of about^O persons. The cost- of administration is ridiculously 
tow'- aj/out 13/lOOth of onV percent of the'-funds distributed "in ' 
an enuitlemont peripd. Incidentally, the administration costs 
com.e from the gene'ral appropriation of the Treasury -Department . 
an-d not by reduction of the entitlements. For this 13/100 th of . 
one percent, the ORS for -FY 1974 answered mdre than 6,000 written 
questiops and over 14,000 telephone inquiri^ from recipient 
governments, Congressmen, public interest groups and citizen x 
•organizations. - In FY 1974 we ^responded to more than 700 Congres- 
sional inquiries \alone. We mailed out^ 47,000 pieces of printed 
infbi-niAtion (exc/udinj', revenue^ sliarin.', cheeVs-but includlnj;, of 



; • . . ■ . ■ . 

course, requests for multiple copies^of a publication),. Wo 
verified 3,500 pa>nncnts -to recipients upon request of inde.pen- 
dent public nccoun'tants and State auditors-. We corrected and 
revised approximately 2000 data items/ We is^ed approximately, 
SCO lej;al opinions in response to spec if ip individual 'requests 
of goveiTinncncs As a footnote, I might 'lidd that tjK5 cofet of 
administration of the categorical grants varies ^^o|;n a low XL 
to a high of 4?o of the 'funds disbursed* ^ r f 

. , T maintain that the foregoing -^re adv^a^age"^ of general 
revenujB sharing especially when I compare revenue/ shatring .with 
the Federal categorical grant pro^,rams. What do I $ee about . 
the grant programs which, in my firm judgment, compi^res unfaydrabiy 
with general revenue sharing? I have time only^ to ^Icctch a few . 
in brief: ' . 

lo The categorical grants;^->^nd to distort loc^l priorities, 
because the Fdderal grant monej^iii identified with specific objec- 
tives and the local match funds are fitted to\produce . the Federal 
grant, irrespective of vital needs. The local match funds - once 
comrriitt^(^to attrat!t the Federal grant - have no alternative ' 



use.. Siti'ntions anl^priorities may change, but the locaj. funds 
are cor.;..iL ted. 




.2. The art of "grantsmanship" ai^fa^able by the larger 
units of gOYerr\ment, v7orks>- to the disadvanta^ge of the small and 
s- mecfium :size coiwft^i^s^ jnatw-aTwhich are not able to employ 
the expertise requi^ed^ to af'^t^:^t grant i^oney-. An example 
Xvrhi/ch comes to my mind ^d' which VTaU^eported in. late 1972 
involved the City of Founta'j^ Vallev. Calicf^mia. Fountain 

Valley reported to the Senate Subcpmmitt^^on Intergovernmental 

(■ . _ ■ ^ • • ■ - • _ 

Relations an$i I quote: - ^ . • 

'^^e did not apply for a\grantv£or b4.cycle ' • 

, ■ ' * >\ ^ ■ - ■ " 

trails since the amomit V7hich would be received^ could 

• ■ , ^ \ ■ ^ 

not be justified by the amount of work in applying ;r'' 

3. The .bureaucratic requirements of the grant programs'- 

'. » ■ ' ' ■ ■ . . ■ ■ ■ ■ ■-. '■ 

to enStire that the Federal funds are expended arid accounted . 

for in accordance with "the. specif ic priorities required under 
, the grant legislation, presents loca,l govemmerit with extensive 

« 

compliance and reporting' burden. At the same hearings referred 
to' a moment ago, the City of VJarren, Michigan lamented* that the 
regional office of one Federal agency boasted that it had reduce 
the .administrative cost of processing a $10,000 loan to $10,000, 
■•■ . I do' not- intend the foregoing to constitute an indictment 
of the total categorical grant approach nor to suggest ^hat we 

' do not need narrowly defined Intergovernmental assistance in 

1 
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)rogr-Am areas where cleaflly defined national priorities- exist. 
The categorical grants have fund^ed many worthwhile projects 
and the Administration has not viewed general revenue sharing / 
as a replacement f or 'cate'goriQal and similar\ forms of Federal y 
-assistance;" categorical, .grant funding has doile a presentable ^ 
job of targeting real and: immediate local ne elds and of acconimo- 
d^ing expensiitures- to natiorial social priorities. On balance, 
however, it is my judgment that shared revenues are superior to 
categorical funding. In this connection, we should, not overlook 
the socalled "block grant's" (sometimes referred to, perhaps 
erroneo4sly, as "special revenue sharin^")^. Block grants seem 
to be a rational compromise between.,' the proponents of ca^^^orlC^-; 
• gran-ts and general revenue sharing. I am sure you are , f^atni liar 
wi th block grants such as yLEAA., GETA, '(Comprehensive Enip^yment ,^ 
•Training Act)_ and th^ Housing and^ Communf tj^ D^v^pment Act of 
1974, The l-atter two' have . some of the characteriTFic'T-^rf-^neh^ 

revenue sharing.'; 

The ^nera\ revenue sharing program has been the most 
thoroughly- st^dioil Federal assistance program in h'isto.ry.^ It has 
been the subject of study and scrutiny by Congressional committees 
and by more individuals , academicians, public interest groups, 
. economists,, politic.ab scientists, task forces, (both privately 
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funded-and publicly supported) than any other 4ed/3ral program 
4. -in^the history- of the Federal gov^rTjsie'n t . In the House of 
Representatives the fbllowing^Hd^ittees (or subcommittees) 
^ haye had hearings on General Revenue Sharing: The Committee 

on Goverjiment Operations, the Judiciary Committee's Subcommittee 
on Civil Rights and Constitutional Rights, the House-' Budget 
Committee, and the Appropriations Coraiiitttee. Vin the Senate, 
the Committee on Finance and the Committee. on dovemraeht Opera- 
tion's Subcommittee on In-tergove,mment Relations. In addition' • 
there have been JaJsarin^s, before the Joi\it Economic Committee. 
No other Fed^al. assistance program has been the subject of ' 
such intense instigation by such a variety of organizations, 
including (besides; the Treasury Department) at least three 
other Federal agencies. So, there is. a Ibt of information about 
Gen-eral Revenue Sharing^ now available. . 

The primary, purpose and' objective of these studies and 
investigations are to ascertain how the general revenue sharing 
program is operating, whether it is meeting the purposes for 
which the Congress enacted the measure in 1972, whether thfe 
allocation formula operates to' distribute funds equitably, 
whether the program should be. renewed when it terminates on 
DeccT.ber 31, 1976 and, if so, What changes, if any, .should be 
made . . , ^ - 



1 ^ 
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, In August^ 197^ /shortly after assuming office , Jresident 
^Ford established :a •sfcwdy group to analyze ireve^ue sharing. . ' : 
That group became l<;xto^!7i'i as the Treasury task j^orce siace it was 
headed by the Under ^S|c!retary of the Treaslir)/, The task force 
examined and considered^ a wide range-of chan^eg. in the revenue 
i ^ sharing program, sougl^t to make' an asses'smeijit of the pro grains 

performance, and soug^ht the recommendation^ of diverge groups; 

" ' ' " ^ / ■ ■ • • 

. .. ^ . fn January 1973, it made'its recommendatiorrs to th^V President . 

On Apri^l 25, 1975, President Ford /resented to the Congress 

proposed legislatipn to extend ancj revi/e the Revenue .Sharing 

Act, at appr-QKsimately the same funding level through September" 30, 
■ ' ,. ' ' ■ ■ ' ' 

1982. Essentially, and briefly, ^the President's legislative " •, 

. ■ '■ ■ ■ ■ \ ' ' ' 

proposal retains the basic features of the current je-evenue sharing 

i proigram v;hile offering a number of c'hanges, primarily to strengthen 

the civil 'rights provisions of the existmg law, and to strengthen 

public participatlpn in determining the use- of shared 'revenues-. 

:. The Administration ' s proposal Retains the current eligibility 

requirements, and preserves the basic allocatioij formula, dSccept • ■ 

for' raising at 5?= per year the maximum per capita constraint 

from 145% to' 1757^ of the ayerage per capita' grant in a state. 

- The Administration's proposal for extension of general revenue 

• sharing' was introducod in the* House' on April 30, 1975 and in 

the Sena ^c^^/WfT^ 1. 

^ErIc at ' . 
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f .the fcv.Gnue sharing program is likely 

/ « • . 

ys of CongrCvSsipnaJ.* commit tyee hearings, and 

im^e . 1 1 is important , however , that the 



State and local/ governments know where they stand and whether 
they^fan expec^t to receive shared revenues past December 1976 
and in* what amounts and under what conditions. The President 
stated it this way in his transmittal message: 



'^v -it EjEfectiye planning at the State cppitols, ' • 

^ ■ i - 
city ha(lls, and county courthouses will require ^ . . 

action in this first" session of the 94tV Congress. ' 

In fact, in the fall of 1975 many of our 'States and 

local governments will be preparing their fiscal 

. ye^r 1977 budgets* If will be essential for thSm 

/{/ to know at that time whether General Revenue Sharing 

/ fundgy will be available to them after December, 1976.'*' ^**' 



/ Accordingly, it is our hope that hearings v/ill be held 

■ ^ II ' * 

early arm that the renewal legislation will be approved before 
the current session of the Congress adjourns. 

To sum up, General Revenue Sharing has been in being for 
thre^ years'. It is working. It has demonstrated its legitimacy. 



It is supported by c!i vorscjj^rou^:)S of advocates. It is a land- 
mark in Fedcral-Sta'te-Local fiscal relationships: Revenue 
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sharing is an^ expression of confidence iti the abiaity of State 
and local officials to wisely and ef f ec ti-vscly e^tecute their 

• ' ' ' ■ •/ ■ 

responsibilities for governing their communities. Most of 
all, General Revenue Sharing' is an exciting program/ Those 
* •> of ''^u^^'lvrl-io have been intimately involved with its work from 
day-to--day for the past three years, are confident that its 
futux^e is bright and assured, ^ " ' , 



Thank you for your cordial hospitality aivd for the 
opportunity to be here iri Dallas with you.- 
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